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IY TROD CTION 


The basic purpose of this paper is the exeminetion of the 
develosement of my concent of the functions of controlilership. 
in order thst such developement may de estimated, it is necessary 
to establish a yletform unon which such measurement micht be 
eveluated. To create such a platform, an estimate of orecon- 
ceived ideas will be set forth. 

Prior to November 1, 1951, the U. &. Naval Amphibious tase 
at Little Cree, Va., was very ooorly orvanized for the survoses 
eof edministration. In order to overcome tne handicap of having 
thirteen department heads and eleven inderendent heads of setivi- 
ties reporting directly to me, I decided that an extensive re- 
organization of the administrative structure should be undertaken. 
As a result of much study end examination, an orvanizgetion evolved 
which simmlified the pro>lem outlined ebove, and functionalized 
the grouping of the activities into eleven devertments. 

An examination of the Mancgement tevlew and Flanning depart- 
ment which wes crested by the reorganization, wili serve to estab- 
lish the necessery niatform, and further serve as 2 yardstick for 
tne measurement of devree of diversion of thoursht which has developed 
since my detachment from duty at the U. *. Maval Anmpnibious base, 
Little Creek, es a result of my study of the problem et George 


Washinoton University. 









WULIHGOFTYT 


Jef To weLsrotoum ane pL ctegeg what Ye sexe biekt AT 
oA VALLOTALG Ye gaeNenu) AAP YE Soman ge Va strmeaton 
Corsessen 4] Ji .OS7URLINS OF ton TeyoierEs deue Jui seit 
ve Nyie sosamimete Tous lM poo MtnLin gy 4 ces 


=> 


- AE And LED ins! ewe 
ee 
morse ath aol beebneere ghmon curv owe yal a 
ALFA LS ONE MO 9A! eemerrore at emine wt } 

stedyee To 4008 Lens cons bine (baw dereitveqes needgdE 
ori withiaeds in Fei! Devine T me of eftestth aw . 
bevlows celtynieenas po ,ievfiiodenme 6S) ghowe Gtioe 36 Nie 
ber tlertiised) lee ,Avect beni Oven mecrows ete tition Soba 
-eryveti yee aywede tel ball yidst ef! 10 
ee ee ror ry 
<tetee ot reves (ive ecldwelanyeres al) of Ladbeur tae Doty Sinem 
ee i ce 
lencivem fer onthe Toeett ee aan! Yo seninl te fienesecees all 
ee 
oie 4k white wR! Co Cae ae te How # me tee nin 


ball 


7) Ponevies toe 


> 














I. THE MANAGEMENT REVIEW AND, PLANNING DEPARTMENT 


The Management Review and Planning Department was created 

as a staff department to assist the Commanding Officer in the 

establishment snd maintainance of an efficient management of 

the affairs of the Base. 

The Department charter stinulated that the Department would: 

1) Conduct studies end prepare reports for the Commanding 
Officer and for each cepartnent toward the improvement 
and simplification of organ|zation, administration, pro- 
cedures, and utilization of manpower and facilities 
throughout the Base. 

2) Collect and correlate statistical data relating to the 
performance of the Base as 3 whole, and its component 
parts, and keep the Conmandimg Officer and heads of 
departments informed as to tke resultant analyses. 

3) Advise the Commanding Office and deparment heads on 
matters affectineg the base budzet thereby insuring that 
theBase operations be alwys izaintained in conformity with 
the directives of the Navy Department concerning appropri- 
ations, allotments, end oroject orders. 

h) Establish procedures so that all departments could main- 
tain adequate financial cantrels. 


S) iteview budget estimates to insure a balanced Base budget. 


in order to accomplish the nissiong assigned to it, the Manage- 
ment Review and Planning Department wat organized into three divisions: 
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(a) Management review Division 

(b) Planning Division 

(c) Budget Control Division 
each independant of the other, but reporting to a common depart- 
ment heed. 

The Mansgement Review Division is charged in the charter with 
conducting surveys of organizetional units to determine vhether 
facilities, procedures, and personn?] were being best utilized 
in the performance of the assigned functions. it recommends changes 
in organization, methods, and facilities where appropriate, to 
effect improved overations or better utilization of personnel and 
facilities; end assists in the application of recommendetions es 
anproved by the Commanding Officer. The Division studies prospective 
operations plans to detect. increased or lessened requirements 
and recommends changes in orzanization, methods sand fecilities to 
perform the functions through more e¢onomic utilization of nersonnel, 
facilities, end materials. It coordinates, advises on, and recommends 
distribution of personnel within ceilings and allowances. 

The duties of the Budget Control Division ere to administer 
allotments granted the Base, anpvortioning funds between departments 
as considered appropriate. It originates for the Commanding Officer 
requests for funds from the Management Bureau, or granting command, 
for planned operations. it maintains records to reflect current 


status of ezch allotment; particulerly with resnect to outstend- 
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ng obligetions, reservations. and unobligeted balances. In addition 
to keepine the Conmendinzg Officer and heads of Vepartirents advised 
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as to the stsetus of sllotments, the division recommends ection 
to be taken in the utilization of funds. It sssembles cost data 
end statistics necessary to saonort padget estimates and to oermit 
rogran nerformance analvsis. 

The Plannine Mvision coordinates the mainteinance of Sase 
develonement olans reflecting the current status as well as pro- 


end recommendations fer 
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snective daveloonent. It assembles dat 
review and decision by the planning board or technical r-view. 

it orecares for snbmission to the Manzgenent Baresu, vith recomeend- 
ei_ priorities and revisions, such olans aa determined by the 

Nlannines >deard. 
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gorminstion of the controllershio funetions can be readily 
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detected? in this denartment, end it was in fact a Controllers 
Department in all sspects except name. This decartment was con- 
ceived of necessity sand vithout the benefit of knowledyve or study 
of the functions of the Controllers Deoartment es sdvocsied by the 
Controllers Institute of America or other anthoritctive source. 
it, Be V6 be cetfed that there eve included withir the frame- 
Work cf the Department, many functions not ordinaril. reeognined 
to be the responsibility of the Controller. However, the succes 
whieh was achieved in the combinaticn of the functions has been 
Signe cant ond vewld anpecr, therefore, thet on examinstion of 
the differences in thought is werranted in order to determine 
whether the concent thus fer presented ie valid and merits con- 


tinuation in its present form or possible excansion in scape. 
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Ii. QONTAOLLERS LINSTITUTY CONCFPT OF CONTROLL' AGH1P 


The concent of the function of controllershin, as developed 


by Gontrollers Institute's Committee on Ethies and Eligibility 


standerds, and arnroved by the Netionel Board of Directors on 


25 Sentemher 19):9 is: 


Y 


1. To establish, coordinate and maintain, throueh euthor-— 
ised wor, av integrates nlen for the control of overs~ 
tions. uch é plan would n nrovide, to the extent reouired in 
the e+ cost steadands exvense budpets, sales fore- 
casts, nrofit nmlenning,. and ee for cenital investment 
and fimaneinz, together with the necessary nrocedures to 
affectuste the «lan. 

2. to neasure oewrameance areinst snoroved onersting 
ghans snc atenderds, ond te renort and interpret tne results 
of oneretions to all levels of mansvenent. This funetion ine 
cludes the design, irnstalistion end maintainence of account- 
ing and cost, oreteae and records, the determination of account— 
ing policy and the comvilation of statistical records 
required. 

3. Te measure and recert on the velid 
of the business and on tne effectiveness of 
organizational structure and procedures in 
objectives. This includes consulting with all segmente of 

manarpement resvonsible for nelicy or action concerninr eny 
nhese of the operation of the business as it reinten to the 
serformance of this function. 

hb. To report to government agencies, 2s required, and to 
supervise all matters relating to taxes. 

5. To intermret and menort on the affect of external 
influences on the attainment of the objectives of the husiness. 
This fanétion imeludes the oentinusus asorsiesl of sannonic 

and sociel forces end of sovernments influences as they 
affect the gnarations of the cusiness. 

6. To provide vrotection for the sssets 
This function inetnjes estbatlishiae and main 
internal a auditing, 2nd sssuring 
CcOVErape.: 
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On the other nana, tne budget nas veen resner universally 
described av an oneratine pian expressed in finencial terms, snd 
211 autherities agree bnat the controller musi ne assiyned the 
function of coordinating the budget in its formulation stage. It 


is exiomatic, apparently, tnat one of the primary cuties ox the 
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controller is the establishment of ¢ bu:'get, and the coordination 
end msintainsnce of it. The maintsainence of the budget involves 
the principle of analysis, which will be discussed in 2 following 
erec of this saper. 

A bucget should not be considered es an estinate of the re- 
sults to be exnected of the activities of en organivation over the 
fiscsl neriod. Rather it should be considered as an inteereted 
operating olan as indicnted a>rove, exoressed in finencisl terms. 

A budget provides a hesis for the control of onerations in the 
establishment of a definite standard of nertormance in every area 
of the organization. Varietions between actual results @nd the 
established standards msy or may not be indicative of inefficient 
serformance. Wany factors must be considered, and tne srees where- 
inthe budvet does not measure up to verformence are the »rincinal 
areas in which the controller finds interest. Immediate presenta- 
tion of factors involved enebles the various levels of ranayenent 
to institute the necesssry action to overcome non-standard perfor- 
mance, or tue controller to institute changes in iis budgeted 
stendards, and manevement to canitelize uson the better- then-standard 
performances revealed, 

In the sunervision of the budget, then, the controller's 
principal function with relation to the budget is the continuous 
comperison, analysis tnd presentatior of actual] performance or 
performance variance, witn the nlanned objectives. As a result of 
the presentation, any new action wi.ich mirpht be indicated is deter- 


mined and all operating ectivities rebalenced toward the attainment 
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of the sdjusted objective. 

The maintainence of balance between activities is necessary 
to the successful conclusion of any coordinseted sffort. To this 
end, the responsibilities of the controller for the functions of 
enelysis and revorting of budgeted veriances can not be confined 
to fiscal service «lone. ‘udget sunervision must relate mannower, 
material resources snd consumotion, and time, es well as financial 
resources. Gorrelation of these factors will present an integrated 
picture for the rebalancing of the orgenizetions efforts. 

In order to achieve efficient correlation, the controller 
must establish e system of cost, nmropress, and objective enalysis 


as well as budget enalysis, within the confines of his orranizvetion. 





Ill. PRRFPORMANST WEA URRITAT BY THE COFPTROLITR 
xeferring szyain to the Controllers Institute concent of the 
function of controllershin, it would appear that the second vara- 
graph would provide the necessary freedom to the controller «hich 
he might feel to be e necessary oreludt to his excursion into the 
field of nerformrnce measurement. 

2. To meesure performance arainst anoroved orerating 
mlens and standards, end to renort and interpret the results 
of onerations to ali levels of menagement. This function 
includes* the design, installation and maintainence of accounting 
ena cost systens and records, the cetermination of sccounting 7 
policy end the compilation of statistical records as required. 

The presence of the »orc tincludes' seems not to be recog- 
niged by the controllers in industry. Hather, the letter nortion 
of the princinle seems to consumste the internretetion of the 
entire statement. This thourht aonroaches the rivid reqauirements 
of being factue] es more an? nore controllers are interviewed =nd 
asked for their thoughts on the problem of perform: nce measure- 
ment. Excentionally few have recognized the interpretation that 


performince measurement might extend beyond the fields of eccount- 


ney and statisticel records. 


3] 


The Department of the Army is one such organizetion\! that 
extends verformance measurement to embrace its full potential. 
The Comptroller of the Army hes divided his office into Sudget, 
Statistical, and Managerient Divisions. Based upon the princinle 
a 6. ae a 
%* Underscoring nrovided 
1 ibid 
(Lh) Other orrenizetions include U.S.Steel Corp. and Yeners1 Electric 
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thet the goal of Manarement is the etfective direction and suner- 
vision of the workload under well defined policies through simple 
procedures which insure necessary eccommlishments in the most 
effective possinle manner, the responsibility for manpower control 
has been nleced in the “annower Branch of the Budget Division. 

The work of the Manpower Branch conuplements that of the Estimates 
and Sudgetary Control Branches of the wudget Division in so far 

és analysis and determination of military and civilian personnel 
requiraments are concerned for 31] Denartment of the Arm, non- 
tacticél oneretions. 

However, the reel heart of Performance Measurement ontside 
of the field of budertesry or fin neisl evelvuetior is in tne Mansre- 
ment. Division of the Comptroller's Office. ‘*hereas this division 
does not attempt to control or manave tne onerations of the Army, 
it does serve the Army in much tue same manner 2a a manapement 
engineering firn by assuring the prorpt end maximum anplication 
of modern menagyement principles end techniques to Arm activities. 
Among the nrogrems which sre ective within this Division ere: 

Management assist nce 

WMenegements surveys 

Methods and procedures surveys 

Personnel recuirements surveys 

Performance standards ind stafiflug criteria 
Codificetion of Army laws 

Department of the Army organization improvement 
Ferformanance evaluation 

The Menasvement Survey prorran involves tne nakineg of comore- 
hensive management studies of organization, methods, nrocedures, 
records, an} nersonnel utilization end assignment, of the verious 


avencies of the Army. The fersonnel Requirements Survey prcrram 
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is restricted to the determination ny "yardsticks" or other criteria 
the ,versonnel requirements of militar; installetions ond Head- 
cuerters agencies, end makine recommendations as te tneir needs, 

Thus we see how the functicn of manpower utilizetion is tied 
into the Comtroller's office in the Denartment of the Army Here- 
in lies an example of the broadest interpretation of the second 
principlé of the Controllers Institute concept: 

To measure performance against ancroved onerating plans 
end standards, 2nd to renort and interpret the results of 
operstions to al] levels of menezement. 

There has been no linitetion nl-ced unon this nrincinle te create 
mental indigestion in the Army's interpretation other than recoz- 
nition that the exercise of this vrincinle mst remain vithin 

the strict ccnfines of a service function, snd not degenersete into 
an opereting or command tyne function. 

In the Army, the Comptroller is e>-ncerned vit! the interra- 
tion end coordinetion of the progrem review an?! analysis function 
of the various stsff agencies of the Army. There is no statutory 
requirement that the Comptroller nerform these services, or rere 
form the service of inspectiny manpover utilization. The Army 
Goneent of contrellersnip simply includes tnese fur.ctions into its 
nattern. 

On the other henge, tee cherter of the Cometroller of the 
N-vy precludes hie work in these fields, “nd reserves the functions 
of quantitative and onelitetive enalysis to the office of the 


Management Engineer. In so doing. the Navy hes Linited the Comp- 
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troller of the Nevy largel, to functions of fiscal historianship 
in so far es self-venerated eneal;,sis is concerned, and any attempts 
at anelysis outside of the immediate fiscal field mu:t, of necessity, 
be dependant upon informétion provided by the Manayvement Engineer, 
especially in the area of rork measurement. 

Since the results of work messurement studies ere so vital 
to successful analysis in controllersnin, and since the controll- 
ers analyses hold the reys to the direction, evaluation, distri- 
bution, and requirements of manncner utilization, tne functions 
of the manegvement envineer should be under the direction of the 
controller. Tne Comntroller of the Navy, in comcgrison with his 
Army colleague, is greatly hemoered in the e-ercise of the "watch- 
dog" phase of controllershin. The lack of this freedom uoes 
cause some intra-functionsl friction at the vorine levels cf the 
Manacement Engineer and Comptroller offices. 

The controller function is designed to ering to manazenent 
(and in the case of tne Navy, to tue Vommender who has the full 
responsibility for effective end economics) oneration of the 
commend) s com-lete service function of information *nd analysis, 
of potential nroblem areas, and the subpission of action rec mmen- 


dations for consideration. The attainment of the designed function 


nnot. be completely fulfilled vithout the immediate availsbility 


©) 
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of the related staff services under one head rather than in tro 


or more denartments. 


Ou. 
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As indicated earlier, the controller should not be viven the 
responsibiliby for the formulation of nlans. Ags a coordinator in 
the preparation of the bndget, and as the agency whicn nhysically 
prepares the coordinated budeet, the controller is of course, in 
his proper element; but as tne originator of any tyne of slen, 
includinz the bucteet, the contreller must of necessity be elimin- 
ated. Nor should the final eanproval of any budget or fin ncieal 
plan which the controller misht coordivete be left vith tne controller. 
Final anprovel should elways be the undelegated function of higher 
Seenority, elitier the president of the corporation or the toerd of 


Directors; «nd in the case of tre Nevy, the Secretary. 


Cd 


4 


In eny organization desiring to establish a sound orocedure 


of planning and control, & means nust oe orovided wherein a plan 


£ 


is worked out in simultaneous action by «1] interested spencies, 
to the end that the ideas of each agency may not »be overlooked or 


° 


ienored. In areas of conflicting ideas, inter-agency conference 
may then eliminate the differences. The coordinetinge arvency should 
have no snecifically assigned duties in connection with the execu- 
tion of the nlan heing forrulsted. To heve such duties, would 
introduce a hiss vhich could heve unfortunate results. Mo resynon- 
Sible operstins executive snould set “+s own standards of nerfor- 
mance. 

The nosition of the cortroller, relative to planning, cen 
best be nresented by exeminstion of nis position relative to 


Operating executives. ue is detacned from active production 
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within any orgenization with the excention of voroduction from his 
own devartment. He hes access to information es to the results of 
all segements of a business or organization, and the nlens of 
operstion. He is in @ position to sit in objective judgement on 
the results of overall onerations and to indicate needed cnznees 

in standerds for individuel denartments. He should not be expected 
to set the standards which by his review he nas determined to be 

in need of revision, but he snould alveys be available to act as 

an advisor in these cases. - 

Every organization, whether militery or business, has a large 
file of plans. These may be standing nlons, or one-time usage 
plans; exnension or mobilization slans; bucretery or other financial 
plens. It is part of the controllers functicn to integrate these 
ylans and divide them into understendable sersments erainst which 
measurement of performance might be accomolished, and analysis of 
propress maintained. The controller is also in 8 nosition to es- 
teblish or question the validity of an; nlen in relationship to 
all others. 

The approved plans set the goels, and the methods and rates 
of their accomplishment. The controller keeps a running record 
of the progress and by integretion of the variety of data evail- 
able to him keeps the head of his organizetion apprised of tne 
progress made. He nrovides his management witn the ansvers to 
here have we been?", "How well heve we been doing?", "Where 
are we now?", and "When may we exnect to get there?”. 


The controller raintains ¢ service of comolete factual infor- 
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mation relative toe resources availaole end their rete of consumn- 
tion, as well es analysis of the effect thet these elements will 
have on the attainment of the mission, 

For these reasons, the controller should heve continuous eccess 
to planning end er developments es they occur, if the con- 
troller is to be of maetsrial assistance in the revision of standards 
and nlens es required by changins asrect. of material and financial 
resources, and if he is to continuously relrte prosress arainst 


bes 


ox 


budgetary considerstions. Should the controller obtein a 
throurh active nrarticination in the formulstion of plans, it is 


e 


ersily enc readily understood) that resultant enalyvsis coul?c be 
unintenticnally influenced to e serious devree. 
it 1s sometimes argued that detailed plans of operation are 
not common in business fields. The venerrl philosophy of efficient 
planning for manzrement is not new. It hes been an accented necess- 
ity in the field of military onerations since the memory of man. 
Today it is an area of experimentstion and exnoloration in busingss. 
quite « few corporetions of lzrge size nave undertaken 
propréms designed to develone menagvement olanning ond control 
to the point where it produces the basic pattern of corretion 
for the corporation, requiring thst nrogreamse of action be 
thought out in advance and controlled throughout their history 
sc thyt they may he adjusted when unforseen circumstances 
rise. 
with respect to the function of the controller relative to 
the coordinator of plans, analyst of crogress, and tailor of 
finencial resources to the nattern of the nlan, the title of 
controller is misleadinz. The controller doss not contro]. 
igther he analyses, reports, and edvisec. The head of the firm 
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or the military commsnder does the controlliny. He does not make 
or carry out decisions of an operetional neture, excent in the 
Sphere of finsncial operations over which euthorits hes been dele- 
gated to him, and then cnly to the evtent thet the Treasurers 
duties do not overlap. The only nositive tyre of control which 

the controller exerts with relation to the onerating segments of 
en organization is that force which guides the organization without 
actively steering the course to its anrroved objectives in accord- 
ance with its soproved pl:-ns. He never directs, but sees that the 
officer with the authority to act has the information in such 


form es to mare olain the action vhicn must be taken. 
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V. THE CONTROLIGR AS MANAGSVENT AUDITOR AND MANPOWRER CZAR 


Thus far, the controller has been portrayed as an auditor of 
menagement, without hevirg defined a menagerient sudit. The tern 
“Wanagement Audit" hes heen defined as the evaluation of effective-~ 
ness of all administrative controls other than accounting controls 
and progress reporting, analysis of orgaenizeticn and methods, and 
the developement of procedures. 

There ere many arguments for the inclusion of orranization 
and methods analysis within the framework of controllership, és 
hes been done by the Department of te Army, and oreviously refer- 
enced. Whether or not these functions are included within the 
framework of controllershin seems to be of little immortancs so 
long és there is some provision made for the functions within the 
framework of the orgéenization. Since few organizétions are of 
Sufficient size to seperate these duties into other denzrtments, 
they naturelly fall into tne controlle~s province by reason of 
likeness of functions. 

Control of mannower ceilings is of great interest to the con- 
troller, particularly in the non-onerating or administrative areas. 
It is in the field of indirect costs tuat the controller must 
exert much influence toward: eftiiciency. It is for this reesen 
that the controller is so often burdened with the resnonsibility 
of office managership in smaller business organizations. 

Vanpower control not only contemolates the regulatior of 
ceilings end the nrenerstion of oersonnel renorts and statistics, 


but it includes the field of work measurement renorting end evalua- 
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tion, and the integration of mannover recuirements and controls 
with budget eStimates and financial plens. The determination of 
the number cf neenple remiired ner work unit, “wnich is the essence 
of work measurement is but 4 prelude to the other half of the 


° 


quantitetive ennlysis; the meesurerient. of the number of dellers 
per person, or itee which is cost accounting. 

Efficiency of Scaiion contemplates the field of qualitetive 
enslysis and involves the fields of work eimmolificetion for the 
improvement of work methods per ooersticn and the immroveament of 
productivity per man hour involved. As previousl: indicated, the 
field of qualitative analysis could be nade the resnonsibility 


of some other functionary so lon27 @s provision is msde for its 


inclusion within the organization. 





Vi. C°KCLUCION 


I do not believe thet tnere hos been sny major revision in 
my concept of the breadth of controllershir cuties as < result of 
concentrated study of the subject thus far. nether, minor modifi- 
cation of tnougit in various ereas hes develoned. It is realized 
that my thinking has been associated with the problems of military 
controllership as exemolified by naval shore extahlishments, but 
the principles evaluated heve their counternerts in the verious 
fields of business, ‘or the nost nert. 

hiy concept of the controllers duties relative to oudgetery 
administration and control ave veen exnsnded, and my concent of 
his responsibilities in the realm of olanning have been greetly 
contracted, »ut the presence of those resoonsibilities end duties 


within the field of controllersnin remain solidly with me. 
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